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ANNUAL  BENEFIT  STATEMENT 

Enclosed  with  this  newsletter  is  your  personal  Annual  Statement  as  of  June  30,  1983.  Once 
again  this  year  the  statement  includes  your  beneficiary  information  and  on  the  last  page  of  this 
newsletter  is  a change  form  if  you  wish  to  update  your  beneficiary.  If  no  beneficiary  is  on  file 
with  the  System  the  death  benefits  will  be  paid  to  your  estate. 

This  years  statement  again  includes  benefit  estimates,  as  well  as  account  information.  For 
coordinated  members,  Social  Security  estimates  are  included  and  reflect  changes  in  the  Soci. 
Security  law  passed  this  year.  In  addition,  consideration  has  been  given  to  Social  Security  earnings 
accumulated  prior  to  State  employment. 

We  suggest  you  examine  this  statement  carefully  and  keep  it  with  your  valuable  papers  as  it  represents 
important  information  for  both  you  and  your  family. 
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NEW  LEGISLATION 

The  following  legislation  has  been  finalized  by  the 
General  Assembly  and  signed  by  the  Governor.  The  ef- 
fective date  is  given  after  the  explanation. 

HOUSE  BILL  1048.  This  bill  changes  the  method  of  cal- 
culation for  a Survivors  Annuity  Benefit.  Presently,  sur- 
vivor benefits  are  based  upon  a calculation  of  the  final 
average  salary  or  pension,  but  are  limited  to  a maximum 
of  $400  for  an  individual  and  $600  for  a family  benefit. 
This  bill  will  provide  a minimum  survivors  annuity  of  50% 
of  the  members'  earned  pension  at  the  time  of  death.  This 
bill  will  be  effective  for  all  deaths  occurring  on  or  after 
lanuary  1,  1984. 

HOUSE  BILL  1414.  This  bill  allows  Secretary  of  State 
investigators  to  utilize  prior  periods  of  service  as  Conser- 
vation Police  Officers  to  meet  the  20  year  requirement  for 
the  alternative  retirement  formula.  Senate  Bill  768  (men- 
tioned below)  further  expands  this  philosophy  to  combine 
all  alternative  retirement  formula  service.  This  bill  was  ef- 
fective September  24,  1983. 

HOUSE  BILL  2290.  This  bill  creates  the  Industrial 
Development  Finance  Authority.  This  agency  will  make 
funds  available  for  industrial,  commercial  and  manufac- 
turing development  in  the  State.  Partial  funding  for  this 
project  will  be  provided  by  a special  appropriation  to  be 
made  in  the  name  of  the  six  state  financed  retirement  sys- 
tems, including  the  State  Employees'  Retirement  System. 
The  bill  provides  for  the  Retirement  System  to  be  repaid  at 
the  rate  of  10%  interest  over  20  years.  This  bill  was  effec- 
tive September  23,  1983. 

SENATE  BILL  240.  This  bill  provides  that  the  Retire- 
ment System  can  recover  Social  Security  taxes  paid  in  the 
years  1979  through  1981  on  behalf  of  employees  receiving 
sick  pay  during  that  time.  This  is  in  accordance  with 
Social  Security  regulations  and  allows  the  recovery  of 
Social  Security  taxes,  for  both  the  employer  and  the 
employee.  Also,  this  bill  corrects  the  contribution  rate  for 
certain  investigators  for  the  Department  of  Revenue  who 
contribute  to  the  alternative  retirement  formula.  This  bill 
was  effective  luly  27,  1983. 

SENATE  BILL  706.  This  bill  allows  individuals  who  took 
voluntary  furlough  days  or  were  subject  to  a shorter  work 
week  during  fiscal  years  1983  and  1984  to  establish 


pension  credit  for  the  time  lost  by  making  contributions  to 
the  Retirement  System.  This  bill  is  especially  important  to 
members  whose  final  average  salary  (last  4 years)  will  in- 
clude these  two  fiscal  years.  If  you  were  subject  to 
furlough  days  or  shorter  work  weeks  and  desire  to  estab- 
lish earnings  credit  for  that  period,  contact  your  Retire- 
ment Coordinator  or  the  Retirement  System  direct.  This 
bill  was  effective  August  22,  1983. 

SENATE  BILL  768.  This  bill  allows  for  police  officers  of 
the  Department  of  Mental  Health  and  Developmental  Dis- 
abilities to  be  included  in  the  same  alternative  retirement 
formula  as  other  state  police  officer  groups.  This  bill  also 
provides  for  an  alternative  formula  for  coordinated  air 
pilots  and  incorporates  all  the  special  formula  categories 
into  one  section  of  the  Retirement  Act.  This  bill  will  be  ef- 
fective January  1,  1984. 

SENATE  BILL  808.  This  bill  provides  that  persons  enter- 
ing State  service  after  January  1,  1984  will  not  become 
members  of  the  Retirement  System  until  they  have  com- 
pleted 6 months  of  State  service.  Once  this  6 month  period 
has  been  served,  they  will  become  members  of  the  System 
and  can  make  contributions  for  their  first  6 months  if  they 
desire.  This  bill  allows  temporary  employees  who  were 
previously  ineligible  for  membership  prior  to  January  1, 
1984,  to  make  contributions  to  establish  credit  for  that 
period  if  they  desire.  This  bill  also  allows  the  Retirement 
System  Board  to  determine  the  rate  of  interest  charged  to 
establish  various  periods  of  past  service  credit.  This  bill 
will  become  effective  January  1,  1984. 

SENATE  BILL  850.  This  bill  expands  the  definition  of 
employees  of  the  Department  of  Corrections  who  con- 
tribute to  the  special  Corrections  formula.  Employees  who 
have  direct  contact  with  committed  persons  in  the  per- 
formance of  their  job  duties  will  be  eligible  for  the  alter- 
native Corrections  retirement  formula.  This  bill  was  effec- 
tive September  17,  1983. 

SENATE  BILL  1147.  This  bill  affects  all  public  retire- 
ment systems  in  the  State  by  defining  actuarial  reporting 
standards  and  requiring  the  filing  of  expanded  annual 
reports  with  the  State  Department  of  Insurance.  These 
reports  must  also  be  furnished  to  the  Pension  Laws  Com- 
mission of  the  State  of  Illinois.  This  bill  becomes  effective 
January  1,  1984. 
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SYSTEM  FUNDED  AT 
60%  OF  PAYOUT  FOR  FY-84 

Although  legislation  significantly  increasing  state 
revenues  cleared  the  spring  session  of  the  General  Assem- 
bly, state  contributions  to  the  System  for  fiscal  year  1984 
were  approved  at  a level  equal  to  60%  of  payout  (benefits 
plus  administrative  expenses)  or  $77  million.  This  level 
compares  to  projected  expenses  for  FY-84  of  approxi- 
mately $126  million. 

This  action  marks  the  third  consecutive  year  where  state 
contributions  to  the  System  have  been  appropriated  at  a 
level  below  total  benefit  payout  and  in  this  instance,  even 
below  the  level  of  $97  million  initially  recommended  by  the 
Governor  as  part  of  the  March  1983  Budget  Message.  This 
increases  the  total  revenue  loss  to  the  System  based  on 
100%  of  payout  to  over  $135  million  during  the  last  three 
fiscal  years. 

In  response  to  this  action,  the  Board  of  Trustees  of  the 
System  at  a meeting  held  July  21st,  certified  a state  con- 
tribution level  as  a percentage  of  payroll  of  6.4%.  Based  on 
anticipated  payroll  levels,  this  contribution  rate  will  pro- 
duce revenues  of  approximately  $92  million,  more  than  $15 
million  greater  than  appropriated.  As  a result,  it  is  an- 
ticipated that  agency  budgets  will  be  insufficient  even  with 
the  2%  line  item  transfer  authority  to  meet  the  contribution 
level  mandated  by  the  Board.  If  such  turns  out  to  be  the 
case,  the  System  will  be  forced  to  file  for  the  deficient 
amounts  through  the  Court  of  Claims  at  the  end  of  FY-84. 
Whether  or  not  we  will  be  successful  in  obtaining  these 
funds  through  the  Court  of  Claims  process  is  unknown  at 
this  time. 


DISABILITY  BENEFIT  RECIPIENTS 
WHO  SWITCH  TO  RETIREMENT 

Group  Insurance  program  members  who  go  immediately 
from  active  State  service  to  retirement  have  always  con- 
tinued in  retirement  with  the  same  Insurance  options  (pro- 
vided they  apply  within  the  appropriate  time  limits).  How- 
ever, those  who  leave  active  State  service  for  more  than  one 
year  before  their  retirement  effective  date  lose  their  elig- 
ibility for  optional  and  dependent  life  Insurance  coverages, 
as  these  individuals  are  classified  as  "deferred  annuitants” 
for  Group  Insurance  purposes. 

Members  transferring  from  disability  to  retirement 
(where  more  than  one  year  passes  between  a member's 
original  leave  of  absence  date  and  when  they  eventually 
commence  a retirement  benefit),  become  "deferred  annui- 
tants" at  retirement,  even  though  they  were  eligible  for 
optional/dependent  life  coverages  while  receiving  a dis- 
ability benefit.  Furthermore,  the  member  losing  optional/ 
dependent  life  coverages  has  no  conversion  option  for  lost 
coverages. 

If  you  have  any  questions,  please  call  the  SERS  Insur- 
ance Section  at  (217)  753-0437. 


ETC  - EDUCATION  FOR  TOMORROW’S  CHOICE 

The  1984  schedule  for  the  Preretirement  Workshops 
(ETC)  has  been  finalized  and  the  dates  and  locations  are 
listed  below. 

Topics  considered  in  the  program  include  Aging,  Health 
Care,  Living  Arrangements,  Leisure  and  Activities,  Legal 
Issues,  SERS  Benefits,  Social  Security  Benefits  and  Group 
Insurance.  The  workshop  is  advantageous  to  employees 
who  are  within  5-10  years  of  retirement.  Mr.  John  Sowinski 
is  the  moderator  of  the  workshop. 

Due  to  limitation  of  participants  for  each  workshop,  the 
accepted  reservations  will  be  on  a "first  come,  first  serve" 
basis.  Registration  must  be  made  through  your  Agency  Re- 
tirement Coordinator.  This  program  may  be  attended  dur- 
ing regular  working  hours  without  loss  of  time. 


1984  PRERETIREMENT  WORKSHOP  SCHEDULE 


MONTH 

DATE 

LOCATION 

January 

10  & 11 

Springfield 

January 

24  & 25 

Schaumburg 

February 

7 & 8 

Joliet 

February 

28  & 29 

Carbondale 

March 

13  & 14 

Chicago 

March 

27  & 28 

Springfield 

April 

10  & 11 

Kankakee 

April 

24  & 25 

Springfield 

May 

8 & 9 

Chicago 

May 

22  & 23 

Springfield 

June 

5 & 6 

Edwardsville 

June 

19  & 20 

Effingham 

July 

10  & 11 

Chicago 

July 

24  & 25 

Springfield 

August 

7 & 8 

Peoria 

August 

21  & 22 

Chicago 

September 

11  & 12 

Paris 

September 

18  & 19 

Springfield 

October 

2 & 3 

Chicago 

October 

16  & 17 

Springfield 

November 

13  & 14 

Schaumburg 

November 

27  & 28 

Galesburg 

December 

4 & 5 

Chicago 

December 

11  & 12 

Springfield 
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160  N.  LaSalla 
Chicago,  IL  60601 
312/793-5853 


MICHAEL  L.  M0RY,  Executive  Secretary 
BOARD  OF  TRUSTEES 

ROBERT  A MORRIS,  Chiarman  Appointed  by  Governor 


ROBERT  L.  MANDEVILLE 
Director.  Bureau  of  the  Budget 
(Represented  by  Mark  Gallagher) 
JOSEPH  T.  PISANO 
State  Employee 


ROLAND  W.  BURRIS 
Comptroller 

(Represented  by  Alice  Kirby) 
E.  ALLEN  BERNARDI 
State  Employee 


SOCIAL  SECURITY  REFORM:  Impact  on  SERS 

The  1983  Social  Security  amendments  made  significant 
changes  in  coverage,  benefits  and  the  financing  provisions 
of  Social  Security.  Highlights  of  these  changes  that  have  a 
direct  affect  on  members  of  the  Retirement  System  are: 

• Retirement  Age:  The  age  at  which  unreduced  benefits 
can  be  collected  is  being  raised  from  age  65  to  age  67. 
This  change  will  be  phased  in  over  an  extended  period, 
with  the  age  67  level  being  reached  in  January  of  2022. 

• Windfall  Reduction:  The  Social  Security  benefit  form- 
ula was  modified  to  reduce  benefits  for  workers  who 
are  entitled  to  a pension  based  on  work  not  covered  by 
Social  Security  but  who  have  also  worked  long  enough 
in  a job  covered  by  Social  Security  to  be  entitled  to 
benefits.  The  modified  formula  will  apply  only  to  those 
individuals  who  first  become  eligible  for  Social  Securi- 
ty benefits  after  1985.  This  change  has  a direct  bearing 
on  all  noncoordinated  SERS  members  as  well  as  coor- 
dinated members  who  have  considerable  service  prior 
to  the  coordination  of  the  SERS  plan  with  Social 
Security  in  1969. 

• Government  Pension  Offset:  The  government  pension 
offset  which  causes  a reduction  in  Social  Security 
spouses'  or  surviving  spouses'  benefits  for  people  who 
receive  a pension  based  on  their  own  work  for  a 
federal,  state  or  local  government  which  is  not  covered 
by  Social  Security,  will  be  applied  against  two-thirds 
of  the  pension  for  people  who  first  become  eligible  for 
a government  pension  after  June  1983.  Currently,  the 
Social  Security  spouses'  benefit  is  reduced  dollar-for- 
dollar  by  the  amount  of  the  pension;  for  the  affected 
group  the  spouses'  benefit  will  be  reduced  $2  for  every 
$3  of  pension. 

• Other  Provisions:  New  federal  employees  hired  after 
January  1,  1984  will  automatically  be  included  in  Social 
Security  coverage . . . the  cost  of  living  adjustment 
scheduled  for  June  1983  will  be  deferred  until  January 
1,  1984,  and  all  future  adjustments  will  be  made  in 
January  of  each  year. . . beginning  in  1984,  up  to  50% 
of  Social  Security  benefits  will  be  included  as  income 
for  federal  tax  purposes  if  adjusted  gross  income  plus 
one-half  of  the  Social  Security  benefit  exceeds  $25,000 
for  an  individual  or  $32,000  for  a married  couple. 

If  you  desire  additional  information  on  these  changes, 
contact  your  district  Social  Security  Office. 

GROUP  INSURANCE 
EFFECTIVE  DATE  IN  RETIREMENT 

Group  Insurance  benefits  continue  in  retirement  for 
State  employees.  At  one  time,  the  Group  Insurance  effec- 
tive date  was  always  the  same  as  the  retirement  effective 
date. 

However,  we  can  no  longer  assume  such  continuous 
Group  Insurance  coverage.  The  effective  date  of  Group  In- 
surance in  retirement  is  either  the  same  as  the  retirement 
effective  date,  or  the  first  of  the  month  of  the  member's 
retirement  application,  whichever  is  later. 

Therefore,  we  are  encouraging  you  to  request  a retire- 
ment application  30  days  in  advance  of  your  anticipated 
date  of  retirement.  More  importantly,  please  return  the  ap- 
plication immediately  to  avoid  any  break  in  Insurance 
coverage  and  "preexisting  condition''  (See  Group  Health 
Booklet  for  explanation  of  "preexisting  condition"). 


REPORT  ON  INVESTMENTS 

by  Robert  J.  Harmon,  Director 

Illinois  State  Board  of  Investment 

The  Illinois  State  Board  of  Investment  Commingled  Fund 
closed  fiscal  year  1983  with  a market  value  of  $1,569 
billion.  The  State  Employee's  Retirement  System  accounted 
for  92.8%  of  the  assets  of  the  Commingled  Fund.  This  por- 
tion had  a market  value  of  $1,456  billion.  At  the  beginning 
of  the  fiscal  period,  the  assets  of  the  State  Employees' 
Retirement  System  were  valued  at  $997.6  million.  During 
the  fiscal  year  the  Board  received  $15.5  million  in  contribu- 
tions from  the  State  Employees'  Retirement  System.  The  net 
income  earned  by  the  State  Employees'  Retirement  System 
was  $98.8  million. 

When  these  figures  are  put  into  terms  of  return  on  invest- 
ment it  produces  the  following  results.  The  Commingled 
Fund  posted  a total  return  of  44.1%  for  the  fiscal  year.  This 
is  the  largest  total  return  in  the  history  of  the  Board.  It  is  an 
impressive  result  when  compared  with  the  4.8%  return  for 
the  previous  fiscal  period.  It  should  also  be  noted  that  the 
total  return  of  44.1%  placed  the  Illinois  State  Board  of  In- 
vestment Commingled  Fund  in  the  top  or  first  quartile  of 
performance  in  the  Merrill  Lynch  Evaluation  Report  based 
on  their  sample  survey  of  public  pension  funds. 

During  fiscal  year  1983,  the  Illinois  State  Board  of  Invest- 
ment began  implementing  the  new  investment  authority 
granted  under  Senate  Bill  1579  which  was  signed  into  law 
by  Governor  Thompson  in  August,  1982.  In  September, 
1982,  the  Board  established  its  Policies  and  Procedures 
which  among  other  matters  provided  for  an  increase  in  the 
Fund's  allocation  for  common  stocks  to  55%  of  the  Fund's 
total  market  value.  In  addition,  the  Board  continued  to 
regard  real  estate  as  a viable  investment  component  of  the 
Fund.  Despite  the  overall  pessimistic  near-term  view  of  real 
estate,  the  Board  looked  upon  the  depressed  market  as  an 
opportunity  to  broaden  the  Fund's  real  estate  exposure. 
Present  guidelines  call  for  a commitment  of  up  to  10%  of 
the  market  value  of  the  Fund  to  real  estate;  however,  this  is 
envisioned  as  a long-term  objective. 

During  the  fiscal  year  the  Board  reviewed  several  alter- 
native investment  vehicles  and  in  May,  1983,  commited  to 
purchase  up  to  $50  million  of  mortgage  backed  pass 
through  certificates  to  be  issued  by  Investors  Conduit  Cor- 
poration. The  mortgages  underlying  the  pass  through  cer- 
tificates will  be  on  newly  constructed  residences  located  in 
the  State  of  Illinois.  The  delivery  of  the  pass  through  cer- 
tificates will  be  made  in  early  1984.  The  Board  will,  in  the 
coming  years,  continue  to  research  and  explore  other  alter- 
native investments  which  will  contribute  to  the  overall  per- 
formance of  the  Fund  and  decrease  its  volatility  as  well. 

As  can  be  seen,  fiscal  year  1983  was  an  exceptionally 
good  year  for  the  Fund  and  it  is  hoped  that  subsequent 
years,  while  they  may  not  be  as  outstanding,  will  continue 
to  produce  positive  returns. 
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MEMBER  S NOMINATION  OF  BENEFICIARY(IES)  FOR  DEATH  BENEFITS 


This  form  is  to  be  used  to  nominate  the  person  or  persons  to  receive  any  death  benefit  payable  by  the  State  Employees’  Retirement  System  of  Illinois.  This  is  a 
legal  document  which,  after  preparation,  may  not  be  altered  in  any  way  by  any  person.  A member  desiring  to  change  beneficiaries  at  a later  date  must  com- 
plete a new  Nomination  of  Beneficiary  form.  The  form  on  file  with  the  System  that  has  the  most  recent  date,  located  above  the  member’s  signature,  will  take 
precedence. 


INSTRUCTIONS:  You  may  nominate  one  person  or  as  many  as  you  wish.  If  additional  space  is  required,  write  the  names  and  their  order  number  on  a 
separate  piece  of  paper  and  attach  it  to  this  form.  If  an  additional  piece  of  paper  is  required,  make  sure  that  it  is  signed,  dated  and  witnessed.  Benefits  will  be 
paid  on  a survivor  basis  in  the  numerical  order  you  indicate.  Two  or  more  persons  with  the  same  order  number  will  receive  equal  shares. 


NOTE!  Persons  nominated  as  beneficiaries  without  order  numbers  will  be  considered  after  those  persons  nominated  with  order  numbers.  Two  or  more  per- 
sons nominated  without  order  numbers  will  receive  equal  shares. 


EXAMPLE 


/ Qf9*£rrs  (7  /atf 

3 

3 % A&y. /JlS&db/  ftfayu 


In  the  event  the  member  dies  while  in  State  service,  the  benefit  will  be  paid  as  follows: 

1.  All  the  money  will  be  paid  to  John  A.  Doe. 

2.  If  John  A.  Doe  is  not  living  when  the  member  dies,  all  the  money  will  be  paid  to  Jane  B.  Doe. 

3.  If  John  A.  and  Jane  B.  Doe  are  not  living  when  the  member  dies,  the  money  will  be  divided  equally  among  David  C.,  Nancy  D.  and  Mary  E.  Doe.  (If  on- 

ly two  or  these  three  persons  are  living  when  the  member  dies,  each  will  receive  one  half  of  the  money  and  if  only  one  of  these  three  persons  is  living  when 
the  member  dies,  he/she  will  receive  all  of  the  money.) 

4.  If  John  A.,  Jane  B.,  David  C.,  Nancy  D.  and  Mary  E.  Doe  are  not  living  when  the  member  dies,  all  the  money  will  be  paid  to  Frank  F.  Smith. 

5.  If  none  of  the  nominated  beneficiaries  are  living  when  the  member  dies,  all  of  the  money  will  be  paid  to  the  member’s  estate. 


NOMINATED  BENEFICIARIES 

Order 

Number  Name  Address  Relationship 


Date: 

Member’s 

Social  Security  Number 
Member’s 

Address:  


Witness: 

Address: 


Members’s  Witness: 

Signature: 

Address: 
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